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According to news reports on Jan. 28, the Brazilian government decided to implement changes in
regulations toward facilitating the exchange of part of its foreign debt for investment in national
companies. On Jan. 27, the National Monetary Council acted to effectively table a controversial
debt-government bond exchange program approved on Nov. 17 last year. At that time, the Council
specified that creditors with interest in domestic investment would first have to exchange the loan
paper for Brazilian government bonds. Moreover, the bonds would be acquired only in transactions
involving a discount of the loan's face value. As a result of the Council's deliberations in late
January, creditors are no longer required to first exchange loan paper for government bonds.
Holders of Brazil's foreign debt can now enter into a bidding process to directly exchange loan
paper for stocks in domestic companies. Council spokespersons said the debt-stock swap could be
managed through the Brazilian stock exchanges. Creditors which offer the largest discount on loan
face value are most likely to receive approval from the government. The Central Bank estimates that
some $700 million in its foreign debt can be converted to domestic investment on an annual basis.
Brazil currently pays from $9 billion to $10 billion per year in interest payments on its $113 billion
foreign debt. In statements to the Brazilian press, Carlos Eduardo de Freitas, Central Bank foreign
operations chief, said that the first bid offering cycle would begin within the next 40 days. At that
time, he added, the government would consider bids totaling up to some $570 million. (Basic data
from AFP, 01/28/88)
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